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The  purposes  of  this  manual  are:     (1)  to  provide  a  clear  and 
concise  statement  of  basic  principles  for  effective  third  party 
liability  recovery,  and  (2)  to  illustrate  some  of  the  ways  in 
which  various  states  are  implementing  such  principles. 

The  manual  is  not  intended  as  a  step-by-step  instruction  on  how 
to  effectuate  third  party  liability  recoveries  in  a  given 
situation,  but  rather  as  a  discussion  basis  for  the  planning 
and  evaluation  of  such  efforts.    The  focus  here  is  on  highlighting 
the  major  ingredients  of  effective  recovery  programs,  while 
calling  attention  to   the  nature  and  potential  of  various 
third  party  sources.    It  is  hoped  that  this  discussion  will 
provide  some  direction  and  encouragement  to  states  in  the 
process  of  developing  or  expanding  third  party  recovery  pro- 
grams. 

The  perspectives  developed  in  this  manual  are  based  on  on-site 
inspection  of  third  party  recovery  programs  in  seven  states,  a 
review  of  existing  documentation  from  state  and  federal  Medicaid 
offices,  review  of  the  MSA-sponsored  Third  Party  Liability  con- 
ference held  in  July,  1976,  and  consultation  with  a  variety  of 
professionals  both  within  and  outside  of  government. 


I .     IDENTIFYING  THIRD  PARTY  POTENTIAL 


It  is  clearly  the  intent  of  the  Title  XIX  Medical  Assistance  Pro- 
gram that  funds  appropriated  under  the  Act  should  be  expended  for 
services  to  eligible  recipients  of  the  Program  only  after  all 
other  properly  available  resources,  including  those  from  legally 
liable  third  parties,  have  been  applied  toward  the  cost  of  health 
care  services. 

Units  within  a  State  Agency  responsible  for  administration  of  the 
third  party  liability  provisions  should  be  familiar  with  Sections 
1902  (a)   (17)  and  (a)   (25)  of  the  Act,  45  CFR  250.31,  and  the  guide- 
lines provided  in  SRS-AT-76-90,  all  of  which  are  made  part  of  the 
Appendix  to  this  manual. 

The  advantage  to  the  States  of  complying  with  these  regulations  is 
obvious.    Once  the  scope  of  each  State's  Medicaid  program  has  been 
defined  in  its  Plan,  and  reasonably  effective  program  controls  are 
in  place,  the  most  immediate  and  significant  means  of  containing 
program  costs  lies  in  the  identification,  recovery,  and  application 
of  the  numerous  resources  legitimately  available  for  payment  of 
recipients'  health  services  before  expenditure  of  the  State  and 
Federal  Medicaid  funds. 

There  is  a  wide  range  of  effectiveness  in  administration  of  this 
provision  of  the  program  among  the  respective  States.    A  lack  of 
reliable  data  on  the  magnitude  of  third  party  resources  available 
to  offset  program  expenditures  in  each  State  makes  it  difficult  for 
State  and  Federal  agencies  to  measure  performance,  and,  without  a 
factual  basis  for  projection  of  savings,  some  State  Legislatures  and 
administrators  have  been  understandably  reluctant  to  allocate  re- 
sources to  the  recovery  functions. 

The  experience  of  some  States  has  shown  that  as  much  as  40%  of  the 
total  cost  of  hospital  services  can  be  offset  by  application  of  all 
Medicare  and  conventional  health  insurance  benefits  to  which 
recipients  are  entitled.    Additional  substantial  savings  can  be 
realized  if  accident-related  liability  is  effectively  pursued.  A 
significant  portion  of  the  cost  of  physicians  services  can  similarly 
be  offset  through  application  of  Medicare  Part  B  benefits  and  the 
medical- surgical  provisions  of  most  health  insurance  contracts. 
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The  opportunities  for  reducing  Medicaid  expenditures  in  just  the 
areas  mentioned  above  should  persuade  State  Agencies  that  allocation 
of  appropriate  administrative  staff  and  resources,  whether  by  the 
State  or  a  fiscal  agent,  represents  an  immediate  opportunity  for 
substantial  reduction  of  program  expenditures  without  in  any  way 
reducing  the  scope  or  quality  of  Medicaid  services  to  recipients. 

Depending  on  local  circumstances,  the  most  significant  third  party 
resources  available  to  offset  costs  of  care  include  the  following: 

a.  Medicare  Part  A  and  B. 

b.  Basic  hospital  medical  insurance  coverage  available 
to  the  recipient  through  group  or  individual  contracts 
with  commercial  insurance  companies  or  with  Blue  Cross/ 
Blue  Shield  Plans. 

c.  Resources  arising  from  the  negligence  of  others  such 
as  automobile  accident  policies  and  other  public 
liaibility  policies,  e.g.,  home  owners,  etc. 

d.  Coverage  available  to  the  recipient  as  a  member  of  a 
prepaid  group  practice  plan  or  Health  Maintenance 
Organization. 

e.  Workmen's  Compensation. 

f .  CHAMPUS 

g.  Major  Medical,  Dental,  Drug,  Vision  Care  or  other 
supplements  to  basic  health  insurance  contracts. 

h.  Veterans  benefits. 

i.  Recovery  from  estates  of  deceased  recipients. 

j.    Funds  of  the  recipient  under  certain  circumstances 
when  admitted  to  long  term  care  facility. 
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The  Need  for  Baseline  Data: 


Although  the  major  third  party  resources  potentially  available  to  a 
state  Medicaid  program  are  reasonably  easy  to  identify, it  is  much 
more  difficult  to  gauge  actual  or  potential  recoveries  from  these 
resources.    Reliable  statistics  are  scarce.    This  lack  of  data  has 
undoubtedly  contributed  to  the  wide  range  of  performance  among  States, 
to  difficulty  in  monitoring  the  effectiveness  of  recovery  procedures 
at  both  the  State  and  Federal  levels,  and  to  the  slow  development  of 
viable  systems  and  allocation  of  administrative  resurces  for  this 
vital  aspect  of  Program  management.    Estimates  of  cost  containment 
to  be  realized  range  from  tens  to  hundreds  of  millions  annually. 

In  the  absence  of  comprehensive  research,  reliance  would  ordinarily 
be  placed  on  evaluation  of,  and  projections  from,  the  actual  ex- 
perience of  the  respective  State  efforts.    That  appears  to  be  an 
unreliable  gauge,  however,  since  one  State  may  demonstrate  savings 
in  excess  of  $50,000,000  annually  while  another  State  with  a  generally 
comparable  Medicaid  program  may  report  savings  of  $3,000,000,  both 
in  the  apparent  belief  that  their  respective  recovery  efforts  are 
reasonably  effective. 

It  must  be  recognized  that  it  is  difficult  to  achieve  comparability 
between  States.    Some  States  may  include  all  of  the  resources  listed 
in  the  introduction  to  these  guidelines  in  their  definition  of 
"third  party  resources."    Others  may  exclude,  for  certain  administra- 
tive purposes,  resources  such  as  Medicare  or  the  personal  income  of 
institutionalized  recipients  from  their  definition.    In  addition  to 
differences  in  definition  and  terminology,  the  mix  of  covered 
services  included  in  the  State  plans  may  vary  in  the  proportion  of 
services  for  which  the  health  insurers  in  the  State  provide  benefits. 

The  above  considerations  point  to  the  need  for  a  common  basic  defini- 
tion and  at  least  minimal  research  in  each  State  so  the  potential 
cost  containment  identified  reflects  significant  characteristics  of 
the  eligible  population,  urban-rural  factors,  prevalence  of  insurance 
coverage  and  pertinent  statutes  of  the  State. 

It  is  beyond  the  scope  of  this  publication  to  recommend  a  detailed 
research  design.    A  methodology  within  the  capabilities  of  most  State 
Agencies  and  one  which  should  yield  reasonably  reliable  data  for 
estimating  the  recovery  potential  of  the  various  categories  of 
"third  party  liability"  might  utilize  the  following  approach: 

a.    Select  a  statistically  valid  random  sample  of  recently 
processed  claims.    Some  stratification  may  be  necessary 
to  assure  inclusion  of  cases  reflecting  all  categories 
of  third  party  liability  which  the  State  Agency  wishes 
to  include  in  the  study. 


b.  Conduct  an  in-depth  investigation  of  each  case  to 
determine  the  extent  of  third  party  resource  which 
should  have  been  applied  under  optimum  circumstances. 

c.  Compile  data  to  compare  optimum  recovery  with  total 
charge  for  services  and  the  amounts  actually  applied 
under  existing  operating  procedures. 

d.  Project  the  research  findings  to  total  cases  in  the 
claims  universe. 

The  results  of  such  a  study  would  provide  the  State  Agency  with 
essential  management  information  including: 

a.  An  estimate  of  total  potential  recovery  from  all 
sources  in  total  and  by  category  of  service. 

b.  Data  for  evaluation  of  the  effectiveness  of  current 
organizational  structure,  procedures,  and  controls 
being  utilized  in  third  party  recovery. 

c.  Information  on  which  to  structure  improved  processes 
and  allocation  of  resources  to  the  function. 

d.  Data  on  which  to  base  future  appropriations  for  the 
State's  Medicaid  program. 

e.  Information  for  consultation  and  negotiation  with  insurance 
carriers. 

f .  Information  for  consideration  of  changes  in  State  insurance 
regulations. 

It  should  be  noted  that,  if  a  study  of  this  type  cannot  be  undertaken, 
seme  information  may  be  available  from  Insurance  Commissions,  actuarial 
units  of  insurance  carriers,  Motor  Vehicle  Departments  and  similar 
sources.    It  may  be  possible  to  adjust  data  from  these  sources 
to  the  known  characteristics  of  the  Medicaid  population. 

In  any  case,  whether  information  is  derived  from  research,  from 
already  available  sources  within  the  State,  or  from  actual  experience 
of  States  with  apparently  effective  recovery  programs,  it  is  essential 
to  base  planning  and  operations  on  the  best  assumptions  available. 

An  example  can  be  cited  of  a  study  and  projection  of  potential 
third  party  recovery  made  by  the  State  of  Michigan.    In  1975,  a 
study  of  1,010  cases  disclosed  that  19.4%  of  the  cases  had  third 
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party  resources  available  for  payment  of  services.  Approximately 
$100,000  was  recoverable  on  these  cases.    That  study  confirmed 
findings  of  an  independent  study  performed  by  the  Office  of  the 
State's  Auditor  General.    Projected  on  a  statewide  basis,  the 
State  Agency  estimated  that  $129  million  of  otherwise  Medicaid 
expenditures  was  available  frcm  all  third  party  sources. 

The  magnitude  of  this  projection  in  Michigan  is  supported  by  the 
.»  actual  experience  in  the  neighboring  state  of  Wisconsin  where 

savings  in  excess  of  $55  million  are  being  realized  annually  from 
application  of  third  party  resources  in  a  Medicaid  program  which 
is  approximately  60%  as  large  as  Michigan's. 

Based  on  the  experience  of  these  States,  it  does  not  seem  un- 
realistic to  project  a  potential  saving  nationally  of  $1.5  billion 
if  all  third  party  resources  are  utilized  to  offset  cost  of 
services  to  Medicaid  recipients. 
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II.    OJyaNISATiqi  OF  MANUAL 


The  following  eight  sections  discuss  methods  o£  obtaining 
Medicaid  expenditure  recoveries  from  the  major  third  party  resources 
identified  in  the  previous  section.    For  convenience,  the  sections 
are  organized  under  four  common  elements  of  third  party  liabilitv 
investigation  and  recovery,  namely: 

1.  Information  sources  and  procedures. 

2.  Collection  and  recovery  procedures. 

3.  Reporting  and  accounting  provisions. 

4.  Audit  and  control  considerations. 

Each  of  the  procedural  elements,  where  applicable,  will  be  reviewed 
and  alternatives  considered  as  the  various  third  party  resources  are 
discussed. 
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III.     PRIVATE  HEALTH  INSURANCE  AS  A 


THIRD  PARTY  RESOURCE 


Definition:    This  category  includes  individual  and  qroup  Blue 
Cross/Blue  Shield  contracts  and  commercial  hospital  and  medical- surgical 
policies.    Coverage  may  vary  from  limited  fixed  liability  with  low 
dollar  and  duration  limits  to  comprehensive  service  benefits.  A 
significant  percentage  of  Medicaid  recipients  have  residual  coverage 
from  previous  employment  or  continue  to  pay  for  insurance  coverage  out 
of  their  cash  assistance  grants.    Medicare  beneficiaries  frequently 
hold  relatively  low  cost  insurance  policies  which  supplement  their 
Medicare  coverage. 

A.    Obtaining  Information 

The  recipient,  family  member,  or  legal  representative  is  the  prime 
source  of  information,  and  it  is  generally  agreed  that  as  much  information 
as  possible  should  be  obtained  during  the  eligibility  intake  process. 
A  complete  set  of  information  would  include  the  correct  carrier  name 
and  claims  office  address,  name  of  policy  holder,  policy  number, 
effective  date  and  relationship  of  other  members  of  the  family  unit 
to  the  policy  holder.    This  detailed  data  set  would  ideally  be  recorded 
on  the  application  and  captured  on  the  master  eligibility  file,  in  a 
comprehensive  client  information  system,  or  a  related  reference  file  — 
whether  manual  or  computerized.    The  client  applications  in  some  States 
do  elicit  the  full  detail  described  above,  as  the  following  intake 
questionnaire  from  Wisconsin  illustrates. 

Seme  states  have  concluded  that  the  intake  worker  should  be  expected 
only  to  obtain  and  record  a  positive  or  negative  indicator  of 
insurance  coverage.    In  the  latter  case,  identity  of  recipients  with 
potential  insurance  resources  is  obtained  either  from  the  eligibility 
file  or  direct  communication  from  the  intake  worker,  and  a  recovery 
unit  of  the  State  Agency  or  contractor  attempts  to  obtain  additional 
detailed  information  from  the  recipient  through  a  mail  questionnaire. 
In  California,  for  example,  county  case  workers  are  required  to 
obtain  information  about  other  insurance  coverage  at  the  time  of 
eligibility  determination.    This  data  is  forwarded  to  the  Department 
of  Health  where  it  is  entered  into  a  central  identification  file. 
This  eligibility  f i le  is  used  to  generate  a  monthly  identification 
file  for  clients.    Gummed  proof  of  eligibility  labels,  that  display 
other  health  coverage  data,  are  sent  to  clients  along  with 
the  identification  cards.    When  a  client  obtains  medical  service,  the 
provider  affixes  one  of  the  gummed  labels  to  the  claim  as  a  convenient 
and  accurate  method  of  identifying  the  client's  eligibility.    If  that 
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label  also  indicates  existence  of  other  applicable  insurance,  the 
provider  is  required  to  obtain  an  assignment  of  benefits  from  the 
client.  The  Nevada  Medicaid  claim  form  utilized  for  hospitals 
and  nursing  homes  elicits  specific  data  on  other  health  insurance 
coverage.  If  a  recipient  acknowledges  no  other  coverage,  he  must 
sign  a  disclaimer  to  that  effect. 

Irrespective  of  the  point  at  which  the  data  is  obtained,  the 
obvious  purpose  is  to  develop  some  form  of  file  against  which  to 
edit  anticipated  provider  claims.    Seme  analysts  argue  that,  since 
provider  claims  must  at  some  point  be  edited  to  assure  eligibility 
of  the  recipient,  it  is  logical  to  perform  edits  at  the  same  time 
and  against  the  same  file,  to  match  insurance  information  on  the 
file  against  the  corresponding  disposition  codes  on  the  claim. 

B.    Collection  and  Recovery  Procedures 

The  next  opportunity  for  validating  and  utilizing  insurance  infor- 
mation is  at  the  point  where  recipients  seek  service  from  either 
institutional  or  professional  providers.    As  the  attached  providers 
invoice  from  New  Hampshire  illustrates,  providers  may  be  asked  to 
determine  the  existence  of  third  party  resources  or  liability. 

Seme  States  have  even  been  successful  in  requiring  providers  to 
investigate  and  process  health  insurance  claims  prior  to  submission 
of  a  final  bill  to  Medicaid.    Principle  advantages  claimed  for  this 
approach  include: 

1.  Provider  office  staff  is  already  trained  and  accustomed 
to  obtaining  essential  information  from  patients  and  to 
processing  of  claims  with  the  same  carriers  who  provide 
coverage  to  Medicaid  patients. 

2.  It  is  convenient  to  obtain  an  assignment  of  benefits  and 
authorization  to  release  medical  information  for  the 
specific  hospitalization  or  treatment  episode. 

3 .  If  insurance  coverage  in  force  at  the  time  of  the 
eligibility  interview  is  no  longer  in  effect,  a  dis- 
claimer to  that  effect  can  be  obtained  from  the 
patient  so  that  claims  can  be  released  for  normal 
processing,  and  eligibility  or  insurance  files 

can  be  corrected. 

4.  The  only  cost  involved  in  obtaining  third  party  information 
is  the  Medicaid  program's  prorata  share  of  any  additional 
administrative  expense  incurred  at  the  provider's  office. 

5.  If  insurance  proceeds  are  applied  or  proven  non-existent 
before  submission  of  the  claim  to  Medicaid,  the  claim 
can  be  closed  and  posted  to  the  history  file  upon 
payment  of  Medicaid's  residual  liability,  hence  the 
size  of  pended  file  can  be  reduced. 
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6.    Medicaid  funds  are  generally  not  expended  until  there 
is  reasonable  assurance  that  no  other  third  party 
liability  exists  or  unless  there  will  be  unreasonable 
delay  in  recovery. 

Disadvantages  of  this  approach  include: 

1.  Introduces  delay  in  cash  flow  to  providers  for  claims 
with  private  insurance  involvement. 

2.  Creates  need  for  an  adequate  audit  process  to  verify 
effectiveness  of  provider  performance. 

3.  Requires  additional  audit  procedure  to  assure  avoidance 
of  duplicate  payment. 

An  alternative  approach  used  by  some  States  requires  the  provider  simply 
to  indicate  on  the  claim  form  that  the  patient  has  indicated  that 
private  health  insurance  may  be  applicable.    In  this  approach  the 
claims  processing  or  recovery  unit  pends  the  claim;  investigation  and 
collection  of  the  insurance  is  carried  out  by  the  recovery  unit;  and 
the  Medicaid  portion  of  the  claim  is  paid  only  when  payment  or  valid 
denial  of  benefits  is  received  from  the  carrier. 

In  Wisconsin,  for  example,  the  Medicaid  Program  requires  that  "other 
insurance"  must  be  collected  by  the  provider.    The  recipient  is 
expected  to  assign  these  insurance  benefits  to  the  provided,  in  all 
cases,  except  Blue  Cross  and  Blue  Shield  which  do  not  require 
assignment  to  pay  direct  to  the  vendor,  and,  most  Major  Medical 
policies,  by  other  companies,  whose  benefits  are  not  assignable. 
In  cases  where  a  non-assignable  Major  Medical  Policy  exists, 
the  Wisconsin  Plan  makes  every  effort  to  contact  the  carrier  and 
requests  them  to  draw  the  Major  Medical  check  payable,  jointly, 
to  the  insured  and  the  county  agency.    In  the  state  of  Washington 
when  any  vendor,  or  any  other  source,  indicates  payment  by  an 
insurance  company  (or  a  recipient  has  requested  a  copy  of  the  bill 
for  insurance  purposes) ,  such  information  is  pursued.  Payment 
history  is  requested  or  secured  from  available  fiche  and  all 
vendors  are  notified  to  bill  the  insurance  company.    At  the  same 
time,  the  Third  Party  Unit  (T.P.U.)  may  contact  the  insurance 
company  directly  to  verify  benefits  available  or  benefits  already 
paid.    Such  funds  are  then  recovered  by  the  T.P.U. 

Advantages  of  this  approach  include: 

1.  There  is  no  expenditure  of  program  funds  until  the 
net  Medicaid  liability  is  determined. 

2.  Accountability  is  clearly  assigned  to  recovery  unit 
and  is  subject  to  management  motivation  and  control. 
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3. 


Authority  of  State  is  used  directly  with  recipients 
and  carriers  rather  than  by  delegation  to  providers. 


4.    There  is  less  opportunity  for  duplicate  payment  to 
providers  and  consequently  reduced  need  for  audit. 

Disadvantages  of  this  approach  include: 

1.  Seme  duplication  of  supervisory  and  clerical  resources 
already  available  in  providers'  office. 

2.  Need  to  maintain  extensive  pended  claim  file  by 
recovery  unit. 

3.  Introduces  some  delay  in  payment  to  provider. 

4.  Requires  maintenance  of  high  level  of  motivation  in 
recovery  unit. 

A  third  alternative  used  in  some  States  is  a  variation  of  the  above 
in  that  the  provider  is  again  requested  to  code  existence  of 
insurance  coverage  on  the  claim,  but  payment  for  the  claim  is 
made  out  of  Medicaid  funds,  and  investigation  and  recovery  effort 
is  carried  out  on  a  post-payment  basis.    This  process,  like  the 
above  usually  requires  mailing  a  questionnaire  to  the  recipients. 
One  state  creates  a  "billable  claims  file"  when  adequate  data  is 
received  and  generates  a  computerized  bill  to  the  insurance 
carrier . 

Advantages  of  this  approach  include: 

1.  Clearly  defined  accountability  for  recovery. 

2.  Minimal  opportunity  for  duplicate  payment  to  providers. 

3.  Least  delay  in  payment  to  providers,  and  providers  are 
relieved  of  processing  function. 

4.  Authority  of  State  is  used  directly  with  recipients 
and  carriers  instead  of  by  delegation  to  providers. 

Disadvantages  of  this  approach  include: 

1.  Requires  maintenance  of  extensive  pended  claim  and  accounts 
receivable  files. 

2.  Some  duplication  of  trained  clerical  and  supervisory  resources 
already  in  place  in  providers'  business  office. 
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C.    Reporting  and  Accounting  Procedures 


Financial  reports  reflecting  the  application  and  recovery  of 
insurance  resources  should  provide  State  and  Federal  administrators 
with  the  following  information  as  a  minimum: 

1.  Value  of  gross  provider  billings  to  Medicaid. 

2.  Value  of  third  party  resources  applied. 

3.  Net  Medicaid  expenditures. 

Same  States  report  only  net  program  expenditures  in  both  internal 
management  reports  and  for  purposes  of  claiming  Federal  Financial 
Participation.    While  this  results  in  proper  claiming  of  Federal 
matching  funds,  it  fails  to  provide  program  administrators  with 
information  about  the  true  magnitude  of  services  provided  to 
recipients,  and  it  distorts  the  quantitative  relationship  of  the 
various  program  benefit  elements.    For  example,  the  actual  ratio 
of  the  value  of  hospital  benefits  to  pharmacy  benefits,  using 
gross  billings  as  a  basis,  might  be  20  to  1.    If  the  ratio  is 
based  on  net  program  expenditures,  however,  the  ratio  might 
appear  to  be  only  12  to  1  because  40%  of  the  cost  of  hosoital 
care  was  covered  by  Medicare  or  other  insurance  whereas  -here 
was  little  or  no  coverage  for  pharmacy  services. 

The  effect  of  such  distortions  on  analysis  of  health  service 
utilization,  setting  of  program  policies  and  priorities,  and  on  public 
accountability  is  obvious,  and  efforts  should  be  made  to  correct 
reporting  deficiencies. 

If  application  of  insurance  resources  is  made  prior  to  payment  of  the 
Medicaid  liability,  the  claims  processing  system  should  have  the 
capability  of  capturing  the  three  cost  elements  referred  to  above. 
If  existing  systems  lack  that  capability,  it  may  be  possible  to  meet 
Federal  reporting  requirements  by  use  of  estimates  based  on  analysis 
of  randomly  selected  samples  of  paid  claims. 

Ideally,  a  management  reporting  system  would  have  the  capability  of 
reporting  the  following  types  of  items  on  a  monthly  and  summary  basis: 

1.  Total  insurance  payments  by  category  of  provider. 

2.  Total  insurance  by  individual  provider 
(especially  hospitals) . 
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3.  Insurance  payments  received  from  individual  carriers 
(number  of  carriers  included  in  report  could  be  limited 
to  those  exceeding  a  certain  volume  of  business  in  State) . 

4.  Insurance  payments  expressed  as  a  percentage  of  total 
number  of  cases  or  total  Medicaid  billings  for  selected 
categories  of  service. 

Other  report  items  would  suggest  themselves  to  thoughtful  program 
administrators  as  tools  to  compare  overall  performance  of  recovery 
units,  of  individual  providers,  where  they  have  the  accountability 
for  recovery,  for  monitoring  trends  and  emerging  patterns  in  any 
of  the  above  categories,  for  assessing  the  cost  effectiveness  of 
recovery  procedures  and  training  programs,  and  for  projecting 
program  expenditures. 

D.    Audit  and  Control  Considerations 

Audit  and  quality  control  procedures  associated  with  effective  recovery 
and  application  of  private  insurance  resources  should  include  the 
following  objectives  as  a  minimum: 

1.  Periodic  review  of  the  accuracy  and  consistency  of 
insurance  information  obtained  during  the  intake  process. 

2.  Periodic  audit  of  randomly  selected  paid  claims,  including 
verification  with  recipients  where  necessary,  to  assure 
proper  recovery  of  available  health  insurance. 

3.  Periodic  audit  of  provider  accounts  to  assure  that 
duplicate  payments  from  insurance  carriers  and  the 
Medicaid  program  were  properly  refunded  or  credited  to 
the  program. 

4.  Periodic  audit  of  claims  rejected  by  carriers  to  assure  that 
policy  conditions  were  properly  observed. 

5.  Reconciliation  of  operating  units'  recovery  statistics  with 
data  reported  on  QA-41. 
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IV.     MEDICARE  AS  A  THIRD  PARTY  RESOURCE 


Definition:    With  few  exceptions  it  can  be  assumed  that  three 
groups  of  Medicaid  recipients  are  also  entitled  to  Part  A  and  Part 
B  (where  States  have  buy-in  programs)  Medicare  benefits.  These 
three  groups  are: 

1.  Recipients  who  have  attained  age  65. 

2.  Recipients  under  age  65  who  have  been  disabled 
for  at  least  24  months. 


3.    Recipients  under  age  65  who  are  victims  of 
chronic  renal  disease  and  who  have  been 
receiving  renal  dialysis  for  at  least 
60  days. 

Part  A  of  Medicare  provides  coverage,  within  defined  limits,  for 
institutional  services  furnished  by  hospitals,  skilled  nursing 
homes,  and  home  health  agencies. 

Part  B  of  Medicare  provides  a  broad  range  of  coverage  for  services 
of  physicians,  other  health  care  professionals,  for  outpatient 
hospital  care  and  for  specified  medical  equipment  and  supplies,  and 
outpatient  physical  and  speech  therapy  agencies. 

The  total  scope  of  Medicare  benefits  can  provide  very  substantial 
offsets  against  Medicaid  expenditures. 

A.    Obtaining  Information 

Some  information  about  Medicare  coverage  can  be  obtained  by  intake 
workers  during  the  eligibility  deterni nation  process  and  should  be 
recorded  on  the  eligibility  and/or  insurance  reference  files. 

Considerable  reliance  must  be  placed,  however,  on  State  Data  Exchange 
(SDX)  tapes  furnished  to  States  by  the  Social  Security  Administration 
for  Medicaid  recipients  who  are  eligible  for  the  Supplemental  Security 
Income  program,  i.e.,  the  Aged,  Blind,  or  Disabled.    Eligibility  and 
Medicare  coverage  information  abstracted  from  the  SDX  tapes  is  usually 
merged  with  the  master  eligibility  file. 

Some  States  supplement  the  above  information  with  data  taken  from 
"buy-in"  records  where  the  State  has  availed  itself  of  the  option 
of  buying  Part  B  coverage  for  qualified  Medicaid  recipients. 
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B.    Investigation  and  Recovery  for  Institutional  Service 


Each  institutional  provider  participating  in  the  Medicare  program 
is  served  by  a  Fiscal  Intermediary.    Medicare  regulations  require 
these  institutional  providers  to  submit  claims  directly  to  their 
Intermediary  on  behalf  of  Medicare  beneficiaries,  and  payment 
is  made  directly  to  the  providers. 


There  are  three  circumstances  in  which  the  Medicaid  program  may 
incur  a  liability  to  pay  for  institutional  services  furnished  to 
joint  Medicare/Medicaid  entitlees: 

1.  Payment  for  a  Medicare  deductible  or  coinsurance. 

2.  Payment  for  services  covered  by  Medicaid  but  not 
falling  within  the  definition  of  covered  Medicare 
benefits. 

3.  Payment  for  services  after  exhaustion  of  Medicare 
benefits . 

In  some  States  institutional  providers  submit  claims  to  the  Medicaid 
agency  (or  fiscal  agent)  in  any  of  the  above  circumstances  for  any 
payment  due  after  utilization  of  all  applicable  Medicare  benefits. 
In  other  States  arrangements  have  been  made  between  the  State  Agency 
and  the  Medicare  Intermediary  for  the  latter  to  furnish  a  computer 
tape  of  adjudicated  claims  for  those  Medicare  beneficiaries  who  are 
also  identified  as  Medicaid  recipients.    A  third  alternative  is  for 
the  Intermediary  to  furnish  the  State  agency    (or  fiscal  agent)  with 
the  hard  copies  of  adjudicated  claims.    It  is  from  one  of  these 
sources  that  information  is  obtained  for  determination  of  any 
residual  Medicaid  liability. 

Any  of  the  above  procedures  should  be  supported  by  manual  or 
computerized  edits  of  all  Medicaid  claims  keying  on: 

1.  Age  codes  (for  recipients  over  65). 

2.  Disability  indicators  (for  those  recipients  who 

may  have  Medicare  because  of  their  disability  status) . 

3.  Diagnostic  or  procedural  codes  related  to  renal  disease.* 


*Health  care  costs  associated  with  renal  disease  are  so  high  that 
maintenance  of  special  files  for  all  recipients  with  that  diagnosis 
is  justified.    In  most  States  that  number  of  eligible  recipients  with 
chronic  renal  disease  is  limited  enough  so  that  manual  files  are 
adequate  control.    These  files  should  contain  any  information  obtained 
from  the  Medicare  Intermediaries,  including  copies  of  adjudicated 
claims  (or  data  abstracted  from  then)  and  copies  of  all  claims 
processed  by  Medicaid  where  medical  information  indicates  existence 
of  chronic  renal  disease.    A  highly  trained  specialist  should  evaluate 
current  Medicaid  claims  for  services  related  to  renal  disease  against 
the  information  in  such  history  files  to  assure  that  all  Medicare 
and  private  insurance  benefits  have  been  utilized  and  that  Medicaid 
payment  does  not  exceed  certain  reimbursement  limitations  imposed 
by  Medicare. 
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If  Medicare  eligibility  is  identified  by  any  of  these  edits  and 
if  the  claim  does  not  indicate  that  the  Medicare  program  was 
properly  billed,  the  claims  should  be  pended  and  returned  to  the 
provider  for  submission  to  the  Medicare  Intermediary. 

While  Part  A  of  Medicare  is  the  major  source  of  benefits  for 
institutional  services,  it  is  important  to  recognize  that  Part  B 
provides  very  substantial  benefits  for  outpatient  hospital  care, 
services  of  independent  laboratories,  certain  institutional 
ancillary  services  (after  exhaustion  of  Part  A  benefits) ,  and, 
under  some  circumstances,  for  the  services  of  home  health  agencies 
and  for  outpatient  physical  and  speech  therapy  services.  Reasonable 
assurance  that  Medicaid  payment  is  not  made  when  recipients  are 
entitled  to  these  Medicare  benefits  requires  extensive  computerized 
or  manual  edit  procedures  as  well  as  clearly  defined  procedures  for 
providers  to  follow.    The  specifications  for  such  edits  can  be 
defined  only  after  careful  analysis  of  Medicare  coverage  conditions 
and  exclusions  contained  in  the  Intermediary  and  Provider  manuals 
issued  by  the  Bureau  of  Health  Insurance. 

C.    Medicare  Benefits  for  Professional  Services 

Part  B  benefits  for  non-institutional  services  and  supplies  are, 
at  the  same  time,  broad  in  scope  and  specifically  defined  as  to 
conditions  of  payment.    They  include  partial  payment  (subject  to 
deductibles  and  coinsurance)  for  the  following: 

1.  Services  of  physicians  in  both  offices  and  hospital 
settings . 

2.  The  professional  component  of  hospital  based  physicians. 

3.  Services  of  dentists  under  narrowly  defined  conditions. 

4.  Ambulance  service. 

5.  Prosthetic  devices  and  ostomy  supplies  furnished  by 
pharmacies  and  medical  supply  vendors. 

6.  Specifically  defined  services  of  podiatrists  and 
chiropractors  and  optometrists. 

The  billing  and  collection  of  these  benefits  as  an  offset  against 
Medicaid  expenditures  is  further  complicated  by  the  fact  that  Medicare 
regulations  do  not  require  professionals  and  vendors  to  accept  assign- 
ments from  beneficiaries. 

If  a  State  adopts  the  above  policy,  the  providers'  business  offices 
should  be  assisted  with  clear  instructional  material.     If  arrangements 
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can  be  made  with  the  Part  B  Medicare  Carriers,  the  necessity  for 
these  providers  to  bill  Medicaid  can  be  eliminated.    Payment  of 
the  residual  Medicaid  liability  for  deductibles  and  coinsurance 
can  be  made  from  paid  claims  tapes,  hard  copies  of  adjudicated 
Part  B  claims,  or  copies  of  Medicare  Explanations  of  Benefits. 

Minnesota  is  noteworthy  for  the  good  working  relationships 
established  with  Blue  Cross  and  Travelers,  the  two  Medicare  Part 
B  carriers  in  their  state.    Under  a  tape-to-tape  contract  negotiated 
with  these  two  carriers,  the  Minnesota  Medicaid  Program  is  billed 
for  the  cost  (not  to  exceed  15  cents  per  claim)  of  generating  the 
Medicare  magnetic  tapes.  Approximately  once  a  week,  a  tape  is 
received  from  each  of  the  carriers.    Their  Document  Control 
Department  logs  in  the  tape  and  prepares  the  necessary  forms 
to  transmit  the  tape,  along  with  the  normal  daily  production. 


The  Minnesota  Welfare  Information  Daily  sub-system  performs  four 
functions.    First,  it  reformats  the  Blue  Cross  and  Travelers  input 
records  to  make  them  compatible  with  the  normal  production  records. 
Second,  it  cross-references  the  Blue  Cross  and  Traveler's  assigned 
Provider  Number  and  inserts  the  M.W.I.S.  Provider  I.D.    Third,  it 
cross-references  the  recipient's  H.I.C.  number  and  inserts  the  M.W.I.S. 
Recipient  I.D.    And  fourth,  it  generates  a  C.O.M.  image  of  the  input, 
in  order  to  preserve  the  data  on  microfilm.    Once  the  crossover 
records  are  in  the  proper  format,  they  enter  the  rest  of  the  daily 
compute  r  stream  where  numerous  edits  are  performed  against  the 
claim.    In  this  manner,  the  Minnesota  Medical  Program  has  developed 
a  good  computer  tape- to- tape  Medicare  exchange. 

Where  any  of  the  above  arrangements  cannot  be  made  with  the  Part  B 
Carriers,  the  providers  would  be  required  to  generate  a  claim  to 
the  Medicaid  agency  indicating  gross  changes,  Medicare  payment 
received,  and  the  amount  due  from  Medicaid. 

D.  Reporting  and  Accounting  Procedures 

The  principles  described  in  the  section  on  Private  Health  Insurance 
generally  apply  to  reporting  of  recoveries  made  from  Medicare. 

There  would  ordinarily  be  no  need  to  develop  an  open  claim  or 
accounts  receivable  file. 

E.  Audit  and  Control  Considerations 

The  procedures  described  in  the  section  on  Private  Insurance,  with 
modifications  that  make  them  applicable  to  Medicare,  should  generally 
provide  adequate  assurance  to  the  State  Agency  that  Medicare  resources 
are  being  properly  recovered  and  reported. 
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Data  available  from  some  States  indicate  that  Medicaid  expenditures 
for  hospital  care  can  be  offset  in  the  30%  to  40%  range  by  effective 
recovery  of  Medicare  benefits  to  which  recipients  are  entitled. 
Substantial  savings  can  also  be  realized  for  physician  services, 
transportation,  home  health  services,  and  other  services  beinq 
provided  by  State  plans* 

States  could  develop  standards  for  recovery  applicable  to  their 
respective  Medicaid  programs  by  extrapolating  data  obtained  from 
analysis  of  randomly  selected  claims.    Such  standards  could  then 
be  used  to  measure  ongoing  recovery  effectiveness. 
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V.     ACCIDENT  OR  TORT  RELATED  LIABILITY 


AS  A  THIRD  PARTY  RESOURCE 


Definition:    A  significant  number  of  Medicaid  recipients  require 
medical  services  because  they  have  been  injured  in  accidents  caused 
by  the  negligence  of  others  who  are  therefore  liable  for  payment  of 
the  expenses.*    Because  the  medical  services  associated  with  accidents 
are  often  prolonged  and  costly,  it  is  generally  very  cost  effective  to 
pursue  recovery  of  such  payment  from  the  liable  party.    It  is  essential 
that  State  laws  afford  the  Medicaid  Agency  the  right  of  subrogation 
to  the  extent  of  medical  expenses  incurred. 

A.    Obtaining  Information 

If  an  applicant  requires  medical  care  as  a  result  of  an  accident 
caused  by  another's  negligence,  the  intake  worker  may  become  aware 
of  the  circumstances,  and  that  information  should  be  made  part  of 
the  eligibility  or  other  reference  file  or  communicated  directly  to 
the  appropriate  recovery  unit  so  a  case  can  be  developed  for 
collection . 

More  frequently,  however,  if  a  recipient  already  eligible  for 
Medicaid  becomes  involved  in  an  accident,  information  about  the 
circumstances  of  the  accident  becomes  known  first  to  the  provider 
from  whom  the  recipient  seeks  service  and  a  recovery  unit  must 
rely  on  information  from  that  source  to  initiate  collection  effort. 

Computerized  edits  can  be  used  to  identify  trauma  related  claims 
if  diagnosis  or  procedures  are  coded  or  if  the  claim  form  contains 
data  elements  indicating  that  the  injury  was  caused  by  an  accident. 
In  New  Jersey,  the  Medicaid  payment  tape  is  run  against  a  diagnostic 
code  screen,  and  a  computer  printout  listing  all  claims  falling 
within  the  selected  diagnostic  codes  is  forwarded  to  the  Medicaid 
Third  Party  Unit.    Potential  cases  are  selected  by  the  supervisor 
and  a  manually  generated  questionnaire  is  mailed  to  the  recipient. 
Clerical  screening  can  also  be  used  as  an  alternative,  with  proper 
training  and  supervision.     In  any  case,  the  accident  related  case 
must  then  be  brought  to  the  attention  of  a  recovery  unit  accountable 
for  further  investigation  and  collection.     For  this  purpose,  the 
New  Jersey  computer  printout  listing  includes  the  following  informa- 
tion:    identification  number  (New  Jersey  Medicaid  number),  provider 
identification  number,  dates  of  service  diagnostic  code,  amount  of 
payment,  age  of  recipient,  and  the  date  of  birth. 


*  Workmen's  Compensation  and  no-fault  insurance  are  dealt  with  in 
other  sections  of  the  manual. 
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In  Oregon,  if  a  provider  indicates  on  a  claim  that  the  service  was 
provided  because  of  an  accident,  the  claims  are  manually  screened  by 
their  Public  Welfare  Division  personnel  and  referred  to  the  unit  for 
the  filing  of  a  lien  against  any  potential  settlement  of  the  recipient's 
case 


In  California,  the  Medi-Cal  Intermediary  Operation  claims  examiners 
screen  claims  from  all  categories  of  providers  (except  pharmacies)  for 

nn?6  °f  P0!""*1  trauma  rel"ed  liability.    Such  claims  (more  than 
&50.00)  are  referred  to  the  recovery  unit  on  cases  where  there  has  been 
identification  of  liability.    The  recovery  unit  contacts  the  Medicaid 
recipients  by  mail,  with  phone  follow-up,  to  obtain  necessary  information 
on  the  circumstances  of  the  injuries,  potentially  liable  third  parties 
identification  of  attorneys,  etc.    If  efforts  to  contact  the  recipients 
are  unsuccessful,  the  cases  are  referred  to  the  State's  Health  Recovery 
Bureau.  ' 

In  Maryland,  the  Third  Party  Unit  (MTPU)  initiates  tort  or  liability 
cases  in  one  of  three  ways: 

1.  All  inpatient  invoices  are  screened  for  diagnostic  codes  indi- 
cating fractures  or  trauma.    Copies  of  the  provider  invoices 
are  forwarded  to  the  MTPU,  and  they  send  a  letter  to  the 
recipient  requesting  the  name  and  address  of  their  lawyer,  if 
any.     If  within  a  reasonable  time,  the  initial  questionnaire  is 
not  returned  by  the  recipient,  a  second  questionnaire  is  mailed 
to  him.     If  he  still  fails  to  respond,  the  MTPU  sends  a  notice 
to  his  local  welfare  board  requesting  that  a  welfare  worker 
actually  visit  the  recipient  and  personally  verify  the  third 
party  liability  information. 

2.  The  local  Departments  of  Social  Services  (Welfare  Boards)  report 
liability  cases  they  are  aware  of  on  the  recovery  form. 

3.  The  MTPU  has  developed  a  notification  system  centered  on  the 
private  hospitals  located  in  the  State  and  surrounding  area 
Packets  of  the  "Notice  of  Medical  Records  Inquiry  Concerning 
Medical  Assistance  Patient"  are  distributed  to  the  hospitals 
These  notices  are  completed  whenever  a  request  is  received  by 
the  hospital  for  information  concerning  a  Medicaid  patient.  A 
letter  is  mailed  to  the  party  requesting  information  and 
notifying  them  of  the  potential  Medicaid  lien,  and  a  questionnaire 
is  sent  to  the  hospital. 

In  the  State  of  Washington,  the  Third  Party  Unit  files  a  subrogation 
lien  with  the  local  county  clerk's  office  at  the  place  of  the  recipient's 
address,  and  all  parties  (insurance  companies,  attorneys,  etc.)  are 
notified  of  the  Washington  State  right  of  subrogation.    Furthermore,  the 
Washington  State  Agency  regulations  permit  the  payment  of  a  proportionate 
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share  of  fees  and  costs  for  the  attorney  representing  the  recipient.  At 
the  time  of  settlement,  the  attorney  and/or  insurance  company  is 
provided  a  total  accounting  of  all  payments  made  by  Medicaid  for  the 
related  injury.    When  the  agency  has  been  reimbursed,  a  release  of 
lien  is  issued  with  copies  to  all  parties  involved,  and  the  case  is 
closed. 

Some  of  the  lien  cases  may  remain  open  for  months  or  even  years 
pending  settlement.    During  the  pending  period,  the  T.P.U.  routinely 
requests  a  status  report  from  the  attorney  and/or  insurance  company. 

Additional  necessary  information  can  be  obtained  by  the 
recovery  unit  through  the  use  of  mail  questionnaires  sent  to  the 
recipients  or  heads  of  households.    In  some  States  the  providers  (or 
patients)  are  required  to  complete  a  questionnaire  in  accident  cases, 
and  such  questionnaires  are  either  forwarded  with  the  associated 
claims  or  separately  to  the  recovery  unit. 

Questionnaires  should  request,  as  a  minimum,  the  name  and  address 
of  the  person  potentially  at  fault,  name  and  address  of  any  attorney 
representing  the  recipient,  and  the  identity  of  the  insurance  company 
of  the  person  causing  the  accident  (see  the  following  California 
questionnaire) .    An  additional  safeguard  should  require  that  providers 
notify  the  recovery  unit  if  the  recipient  or  his  representative  requests 
a  copy  of  a  bill. 


B.    Collection  and  Recovery  Procedures 

The  development  of  cases  for  recovery  from  liable  third  parties 
requires  the  use  of  judgement,  initiative,  and  steps  tailored  to  the 
circumstances  of  the  specific  case. 

If  information  obtained  from  questionnaires  indicates  that  payment 
for  services  is  clearly  available  from  the  medical  expense  provision  of 
an  automobile  insurance  policy,  for  example,  either  the  provider  or 
recovery  unit  can  bill  the  carrier  and  dispose  of  the  case  as  scon  as 
payment  is  received.    In  the  majority  of  situations,  however,  it  becomes 
necessary  to  work  with  attorneys,  file  subrogation  notices  or  liens, 
and  possibly  negotiate  settlements  of  payments  and  attorney  fees. 

It  is  obviously  essential  to  have  the  capability  to  accumulate  all 
claims  associated  with  the  particular  accident  and,  at  the  same  time, 
exclude  claims  for  the  same  recipient  for  services  not  related  to  the 
accident. 

Recovery  unit  personnel,  working  with  these  complex  cases,  should 
therefore  have  training  and  experience  in  tort  law,  and  should  have 
access  to,  or  supervision  by,  legal  counsel. 
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ACCIDENT  OR  INJURY  INQUIRY 


A/.EDI-CAL  INTERMEDIARY  OPERATIONS 


IMPORTANT  -  SEE  LETTER  ON  REVERSE  SIDE  BEFORE  COMPLETING 
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Q 

LU 

=> 
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a. 


SOCIAL  SECURITY  NUMBER 


MED!  CAL  NUMBERISI 


□  ATE  OF  BIRTH 


TELEPHONE  NUMBER 


DATE  OF  INJURY 


HOW  DID  INJURY  OCCUHI 


PLACL  OF  INJURY  IHOMt    APARTMENT.  BUSINESS   STREET    HlCMWAV  FTcT 


NAMES  OF  OTHER  PERSONS  ON  MEDI  CAL  WHO  WERE  ALSO  INJURLD 


WERE  YOU  EMPLOYED 
ON  THE  DATE  OF 
INJURY  ? 


YES  j  NO 


OOES  EMPLOYER  PROVIDE 
HFALTH  AND  MEDICAL 
INSURANCE  BENEFITS? 


*  LS    I  NO 
I 


Z  0 
0  2 


*  9 

I  D 
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ID  4 

CI  U 
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NAME  AND  ADDRESS  OF  EMPLOYER 


'OLICY  NUML1LR 


GROUP  NO 


UNION  LOCAL 


NAME  AND  ADDRESS  OF  EMPLOYER  S  INSURANCE  CARRIER 


IF  MOTOR  VEHICLE 
ACCIDENT.  DO  YOU 
HAVE  INSURANCE? 

YES 

NO 

NAME  AND  ADDRESS  OF  YOvJR  MOTOR  VEHICLE  INSURANCE  CARRIER   

POLICY  NO 

DID  ACCIDENT  Oft  INJURY  OCCUR  ON 
THE  WAY  TO  OR  FROM  SCHOOL  Off 
AT  A  SCHOOL  SPONSORED  ACTIVITY? 

YES 

NO 

NAME  AND  ADDRESS  OF  SCHOOL                                                                    '  —  ' 

rx 

CO 
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^LULO 
<  LU 
LU 
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I— 
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«  COMPLETE  THE  FOLLOWING  IF  YOU  BELIEVE  ANOTHER  PERSON  WAS  RESPONSIBLE  FOR  THIS  in  ii  ipy- 

NAME  AND  ADDRESS  OF  RESPONSIBLE  PARTY  ~  '  ~  1 


DOES  RESPONSIBLE 
PARTY  HAVE  INSURANCE 
COVERAGE  I 


WILL  YOU  FILE  A  CLAIM 
OR  SUIT  AGAINST  THE 
RESPONSIBLE  PARTY? 


HAVE  YOU  RECEIVED 
A  SETTLEMENT? 


DON  Tt  NO 
KNOW 


KNOwi    N°    I  NAME  AND  ADrJRESS  Of  INSURANCE  CARRIER 


NAME  AND  ADDRESS  OF  ATTORNEY  REPRESENTING 


POLICY  NO 
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0- 
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•  COMPLETE  THE  FOLLOWING  IF  YOU  BELIEVE  INJURY  WAS  CAUSED  WHILE  YOU  WERE  AT  WORK 

 .   V  C  «=     '     Kl/~i     ■  '  "  1 — .   „  -  T  n  


WORKER  S  COMPENSA 
T|ON  CLAIM  FILED  WITH 
EMPLOYER? 


IS  THE  CASE  STILL 
OPEN? 


NAME  AND  ADDRESS  OF  ATTORNEY  REPRESENTING  YOU 


WORKER  S  COMPENSATION  APPEALS  BOARD  CAPE  NUMBER 


NAME  AND  ADDRESS  OF  EMPLOYER 


NAME  AND  ADDRESS  OF  EMPLOYER  S  WORKER  COMPENSATION  INSURANCE  CARHII 


NOTE:  If  !i<iu  hare  not  filed  a  claim  for  the 


occupational  injury*  health  care  with  your  employer,  please  do  so  without  del 


ay 


< 


<UION  &  SIGNATURE 

I  declare  the  aho,x>  statements  to  be  true  and  correct  to  the  best  of  my  knowledge  and  heliel.  Should  an,,  chants  affect 
the  above  statements,!  shall  inform  Medi-Cal  Intermediary  Operations.                                  '  " 

\XlTr!lphe  Sla%[a«\P"«f<>n  °"  reporting  any  settlement  received  for  this  injur,,.  I  am  aware  that  1  must  repay 
the  Me<h.Cal  Program  if  /  collect  from  another  party  or  insurance  came,  for  this  injury.  1  agree  and  promise  to  reimbLe 

sl!t^nl™o^seUP°n  reCOV6r9  (>l  "mJ  fumh  f'"m            !K'rl!'  "'  '"s"ra"cc  <'"m(,r-  Mt!r  b»  «<*™  of  law, 

CLARj 

it  injured  person  is  a  minor  or  nicum  pen  tent,  enter  his  or  her 
name  in  the  space  to  the  right  and  parent,  guardian,  or 
closest  relative  siRn  directly  below. 

NAME  OF  INJURED  MINOR  OR  INCOMPETENT  PERSON    (j|  applicable)    

LU 

Q 

DATE 

SIGNATURE                                                                            ~~ — ~  

t  i   /  mn.i  (7/7AI    =-■  
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Because  of  delays  inherent  in  these  recovery  processes  it  is  necessary 
to  develop  and  maintain  open  case  or  accounts  receivable  files  with 
provision  for  appropriate  and  timely  review,  updating,  and  follow-up. 
If  justified  by  claims  volume,  it  may  be  necessary  to  computerize  the 
entire  process  of  screening,  generation  of  questionnaires  and  follow-up 
notices,  and  file  maintenance. 

Regulations  (45CFR250.31)  stipulate  that  payment  to  providers  should 
not  be  withheld  if  recovery  from  the  third  party  is  questionable 
or  delayed.    This  provision  introduces  another  element  of  judgement 
in  dealing  with  the  providers  and  must  also  be  recognized  in  the  pro- 
cedure for  case  control  and  file  maintenance. 

In  some  States  recovery  functions  are  centralized  in  a  single  recovery 
unit.    In  other  States  some  or  all  of  the  functions  are  delegated  to 
County  agencies  or  district  offices  of  the  State.    If  functions  are 
decentralized  it  would  seem  highly  desirable  to  have  centralized 
accountability  for  at  least  case  control,  training,  and  audit,  so 
there  is  uniformity  throughout  the  State  in  terms  of  general 
procedures  used  and  time  frames  observed. 


C.    Reporting  and  Accounting  Procedures 

Since  in  most  instances  payment  will  be  nade  out  of  Medicaid  funds, 
pending  recovery  of  the  accident  and  tort  related  liability,  sound 
fiscal  control  requires  some  logical  approach  for  reporting  the  potential 
recoveries,  particularly  if  they  are  material  in  terms  of  total  program 
expenditures  or  budget  preparation.    If  these  contingent  assets  are 
ignored  in  budget  preparation  or  fiscal  reporting,  then  program 
expenditures  are  overstated.    If,  on  the  other  hand,  they  are  reported 
at  the  gross  amount  of  the  claims  involved,  then  it  is  possible  that  net 
expenditures  for  current  periods  and  projections  for  future  periods 
would  be  understated.    Until  sufficient  experience  provides  a  sound 
basis  for  valuation  of  these  accounts,  a  conservative  approach  should 
be  used  in  their  treatment  for  management  of  the  letter  of  credit  and 
budgeting. 

From  the  Federal  standpoint  it  is  essential  that  any  post-payment 
recoveries  be  reported  properly  so  that  only  valid  Federal  financial 
participation  is  claimed. 
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D.    Audit  and  Control  Considerations 


Because  of  the  unique  circumstances  involved  in  accident  and  tort 
related  cases,  the  judgement  required,  and  the  discretion  possible 
in  deciding  how  far  and  by  what  means  to  pursue  recovery,  it  is 
important  to  have  the  clearest  possible  definition  of  criteria 
and  standards  to  be  followed  in  handling  cases.    If  follow-up 
procedures  are  not  formalized  and  accountability  is  not  clearly 
defined,  it  is  possible  in  a  short  time  to  build  up  unmanageable 
backlogs  which  will  frustrate  personnel  and  the  attorneys  and  carriers 
involved. 

The  best  approach  is  to  have  comprehensive  and  clear  procedures 
(with  alternatives  for  the  various  situations  encountered) ,  close 
supervision  and  internal  control  to  assure  adherence  to  procedures, 
and  periodic  audit  of  randomly  selected  closed  and  pending  cases  to 
evaluate  the  effectiveness  of  the  entire  recovery  operation. 
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VI.     E1^IX)YMENT-RELATED  INJURY  OR  DISEASE  LIABILITY 


Definition:    This  category  of  third  party  liability  is  addressed 
separately  frcm  other  accident  and  tort-related  liability  situations 
because  of  several  distinguishing  characteristics. 

There  is  a  lack  of  reliable  data  on  the  extent  or  frequency  of 
situations  in  which  Medicaid  recipients  seek  and  obtain  health 
care  services  as  a  result  of  job-related  injuries  or  illnesses, 
but  it  can  be  assumed  that  sane  cases  of  this  type  will  be 
found  in  every  State's  program  experience. 

A  work-related  accident  or  illness,  with  the  attendant  medical 
expenses  and  loss  of  income,  could  be  the  basic  reason  for  an 
individual's  qualifying  for  Medicaid  as  a  "medically  needy" 
recipient,  assuming  he  meets  other  eligibility  requirements. 

Several  theoretical  situations  can  be  posed  in  which  work-related 
liability  might  exist: 

1.  State  and  Federal  laws  now  require  most  employers 
to  provide  Workmen's  Compensation  insurance  for 
their  employees.    In  most  instances  an  injured 
employee  would  be  entitled  to  have  all  medical 
expenses  covered  as  well  as  to  receive  payment 

in  lieu  of  lost  wages.    The  payment  for  lost 
wages,  however,  is  generally  related  to  the 
individual's  average  earnings,  therefore  in 
certain  marginal  situations  such  payment  might 
be  below  the  threshold  which  would  make  the 
individual  and  family  eligible  for  Medicaid. 

2.  An  individual  may  be  injured  while  working  for  a 
small  employer  who  has  not  been  required  to  pro- 
vide workmen's  compensation  coverage,  but,  since 
the  injury  is  clearly  the  result  of  the  employer's 
negligence,  liability  exists  for  medical  expenses 
incurred  by  the  employee. 

3.  In  some  States,  workmen's  compensation  cases  can  be 
reopened  over  extended  periods  of  time  to  provide 
coverage  for  medical  expenses  related  to  accident 
which  may  have  occurred  some  time  prior  to  the 
recipients  application  for  Medicaid. 

These  examples  are  cited  to  illustrate  that  work-related  liability 
cases  are  often  characterized  by  complex,  individualized  circumstances 
and  that  recovery  of  potential  resources  may  require  a  complicated 
and  extended  effort. 

Each  State  may  have  to  evolve  its  own  criteria  for  pursuit  of  these 
potential  resources.    Public  accountability  requires  that  each 
State's  efforts  give  reasonable  assurance  that  Medicaid  funds  are 
not  being  expended  without  investigation  and  recovery  effort 
appropriate  to  each  case. 
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A.    Obtaining  Information 


There  is  no  single  reliable  source  or  method  for  identifying 
third  party  liability  for  work-related  accidents.  Alternative 
sources  currently  being  used  by  States  include,  but  should  not 
be  limited  to,  the  following: 

1.  Information  elicited  by  intake  or  case  workers. 

2.  Identification  by  providers  of  care  of  work-related 
injuries  or  illnesses.     (Claim  forms  should  have 
questions  designed  to  elicit  such  information) . 

3.  Screening  of  diagnostic  or  procedural  information 
on  claims  either  manually  or  by  computer  as  a 
backup  to  the  providers'  identification  of  cases. 

4.  Exchange  of  information  between  State  Industrial 
or  Workmen's  Compensation  Commissions  and  the 
Medicaid  agencies. 

5.  Requiring  providers  to  clear  request  for  medical 
record  or  billing  information  from  carriers,  attorneys, 
or  recipients  with  the  State  agency  prior  to  release. 

In  Minnesota,  the  Medical  Assistance  Agency  identifies  ootential 
Worker's  Compensation  cases  through  the  use  of  two  sets  of  mandatory 
codes;  Third  Party  Liability  and  Injury,  which  the  provider  of 
medical  care  must  indicate  on  the  original  invoice  submitted  to 
Medical  Assistance.    These  codes  generate  computer  reports  for 
all  claims  where  a  potential  third  party  resource  is  indicated. 
The  Tort  Section  of  the  Minnesota  Benefit  Recovery  Unit  reviews 
all  reports  and  requests  additional  information  from  the  recipient 
relating  to  the  Worker's  Compensation  claim.  Computer-generated 
case  histories  are  obtained  to  determine  the  total  amount  of 
dollars  expended  by  Medical  Assistance  in  regard  to  the  specific 
injury.    The  responsible  compensation  insurance  carrier  is  then 
contacted  for  reimbursement.    If,  in  the  case  of  a  Worker's 
Compensation  claim,  the  case  is  to  be  litigated  before  the  State 
Worker's  Compensation  Division,  an  intervention    is  filed  in 
accordance  with  the  Minnesota  Statute.    Also,  when  necessary, 
the  Benefit  Recovery  Unit  instructs  the  county  personnel  to  file 
a  lien  in  order  to  insure  recovery  by  the  Department  of  Public 
Welfare.    In  addition,  all  cases,  both  open  and  closed,  received 
from  the  State  Worker's  Compensation  Division,  are  reviewed  by  the 
Para- Legal  Technician  of  the  Tort  Section. 
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B.    Collection  and  Recovery  Procedures 


The  procedures  for  investigation  and  recovery  of  work-related  liability 
resources  generally  follow  the  principles  outlined  for  recovery  in 
auto  accident  or  other  tort  related  situations. 

At  least  one  individual  in  the  recovery  unit  should  possess 
expertise  in  the  Workmen's  Compensation  laws  of  the  State,  and 
such  expertise  should  be  documented  in  an  operating  manual. 

Since  in  many  instances  there  will  be  considerable  delay  in  verifying 
liability  and  initiating  the  payment  process  from  the  carrier,  it 
may  be  necessary  to  make  payment  to  providers  out  of  Medicaid  funds 
and  effect  recovery  on  a  post-payment  basis,  hence  the  need  for 
pending  case  and  amounts  receivable  files. 

In  contrast  to  other  tort-related  situations,  determination  of 
work-related  liability  may  occur  more  frequently  through  an 
Industrial  Commission  hearing  process  rather  than  through  litigation 
in  the  courts.    Staff  of  the  recovery  unit  must,  therefore,  be 
familiar  with  the  process  and  maintain  appropriate  liaison  with  the 
hearing  commissioner  or  panel. 

C.  Reporting  and  Accounting  Procedures 

The  general  principles  outlined  for  other  accident  related  cases 
apply  to  work- related  liability  resource  reporting.    The  valuation  of 
these  contingent  accounts  may  be  somewhat  simplified  because  legal 
fees  may  not  be  involved. 

D.  Audit  and  Control  Considerations 

Those  general  principles  apply  which  have  been  described  for  private 
insurance  and  accident  related  cases. 
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VII.    CHAMPUS  BENEFITS 


Definition:    CHAMPUS  (Civilian  Health  and  Medical  Program  of  the 
Uniformed  Services)  provides  coverage  for  off -base  services  to 
dependents  of  active  military  personnel.    CHAMP-VA  provides 
coverage  for  services  to  dependents  of  living  and  deceased  disabled 
veterans. 

The  importance  of  the  CHAMPUS  programs  as  an  offset  against  Medicaid 
costs  varies  widely  among  States,  depending  on  the  location  of  militarv 
installations  and  the  concentrations  of  the  above  categories  of  mili- 
tary dependents.    Circumstances  in  which  dependents  of  active, 
retired,  or  deceased  members  of  the  armed  forces  may  be  eligible  for 
Medicaid  include,  but  are  not  limited  to  the  following: 

1.  The  pay  levels  of  lower  enlisted  grade  personnel, 
whether  active,  retired,  or  deceased,  may  place 
their  dependents  below  the  threshold  for  Medicaid 
eligibility  in  some  States. 

2.  The  family  unit  may  be  broken  up  by  separation  or 
desertion,  resulting  in  the  dependents  becoming 
eligible  for  welfare  including  Medicaid. 

Champus  claims  processing  is  carried  out  by  contractors  on  a 
statewide  or  regional  basis.    It  is  necessary,  therefore,  for  the 
recovery  unit  of  the  State  agency  (or  fiscal  agent)  to  establish 
and  maintain  effective  liaison  with  the  Champus  contractor  and 
to  develop  expertise  in  the  scope  of  benefits,  exclusions,  and 
the  operating  relationships  between  providers  of  care  and  the 
Champus  administrative  agency. 

A.    Obtaining  Information 

Effective  case  work  should  identify  existence  of  Champus  coverage 
either  at  initial  intake  or  periodic  review  of  the  recipient's 
eligibility.    Existence  of  Champus  as  an  insurance  resource  should 
be  part  of  the  eligibility  documentation  and  a  data  element  on  the 
eligibility  file,  if  possible.    In  States  with  high  populations  of 
military  personnel,  it  may  be  desirable  for  record  design  to  provide 
a  separate  field  for  indication  of  Champus  coverage.    An  alternative 
where  the  eligibility  or  other  reference  file  in  use  contains  only 
a  yes  or  no  code  for  private  insurance,  is  to  treat  Champus  as 
another  insurance  resource.    If  at  all  possible,  the  existence  of 
Champus  coverage  should  be  noted  on  the  recipient's  identification 
card  or  other  validation  document. 
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As  a  second  level  of  gathering  information,  providers  should  be 
instructed  to  include  questions  about  Champus  in  their  admissions 
procedures  and  report  such  information  on  claim  forms  or  notices 
to  the  recovery  unit. 

B.  Investigation  and  Recovery  Procedures 

Unless  other  agreements  can  be  negotiated  between  the  State's  recovery 
unit  and  the  Champus  agency,  hospitals  are  obligated  to  submit  claims 
directly  to  the  Champus  agency,  and  payment  is  made  directly  to  the 
provider.  Under   these  circumstances  the  most  effective  approach  would 
appear  to  be  have  the  accountability  for  recovering  Champus  benefits 
reside  with  the  provider  and  have  the  latter  bill  Medicaid  for 
payment  of  any  deductibles,  coinsurance,  or  services  not  covered  by 
Champus. 

Champus  regulations  do  not  require  professional  providers  to  accept 
assignment  of  benefits  from  beneficiaries.    It  is  recommended  that 
State  Medicaid  policy  require  professional  providers  to  accept 
assignment  of  Champus  benefits  from  Medicaid  recipients  as  a  condition 
of  participating  in  the  program.    The  professional  provider 
would  then  submit  claims  to  the  Medicaid  program  only  after  collection 
or  denial  of  Champus  benefits.    It  should  be  noted  in  this  connection  that 
Champus  utilizes  a  computed  fee  limitation  for  professional  services, 
and  the  implications  of  that  policy  upon  Medicaid  payment  has  to  be 
considered  in  drafting  instructions  to  providers  and^  in  procedures  for 
calculating  the  level  of  Medicaid  payment. 

If  the  State  agency  makes  arrangements  to  submit  hospital  or 
professional  claims  to  the  Champus  agency  it  would  become  necessary 
to  utilize  claims  screening  procedures,  questionnaires,  and  pending 
file  procedures  similar  to  those  disucssed  in  the  section  on  private 
insurance. 

C.  Reporting  and  Accounting  Procedures 

The  general  principles  described  in  the  section  on  private  insurance 
apply  to  accounting  for  recoveries  from  the  Champus  program.  It 
would  be  desirable  to  have  the  capability  of  reporting  recoveries 
from  Champus  as  a  separate  item  if  possible. 

D.  Audit  and  Control  Considerations 

The  procedures  outlined  in  the  section  on  Private  Insurance  are  applicable 
to  treatment  of  resources  recovered  from  the  Champus  program. 
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VIII.    NO-FAULT  AUTOMOBILE  INSURANCE 


Definition:    Under  the  concept  of  no-fault  insurance,  the  victims 
of  an  accident  are  reimbursed  for  their  medical  expenses  by  the 
carrier  which  provides  coverage  for  the  owner  or  driver  of  the 
vehicle  in  which  they  were  passengers  without  resorting  to  the 
courts  to  establish  fault  for  the  accident.    In  some  States  payment 
may  be  made  out  of  a  State-administered  fund  or  pool  to  which  auto 
insurance  carriers  contribute.    There  is  variance  among  States  as 
to  the  limit  of  liability  under  the  no-fault  provision. 

Theoretically,  therefore,  the  Medicaid  Agencies  in  States  with  no- 
fault  laws  should  be  in  a  better  position  to  recover  costs  of  medical 
care  required  by  recipients  injured  in  automobile  accidents,  but 
experience  has  shown  that  mere  existence  of  a  no-fault  law  in  a 
State  does  not  provide  assurance  of  simplified  or  timely  recovery. 

A.    Obtaining  Information 

All  potential  sources  of  information  about  third  party  liability 
under  no-fault  insurance  must  be  utilized.    These  sources  include: 

1.  The  intake  or  case  worker  at  initial  eligibility  determination 
or  periodic  review. 

2.  The  provider  who  should  be  required  to  query  patient  or 
family  about  the  circumstances  of  traumatic  injuries. 

3.  Manual  or  computerized  screening  of  claims  for  the 
accident  related  diagnostic  or  procedural  data. 

4.  Use  of  questionnaires  either  by  provider  or  a  recovery 
unit. 

5.  Review  of  accident  reports  filed  with  local  police  ox  State 
Motor  Vehicle  Departments  where  such  review  has  been  proven 
cost  effective  on  a  pilot  basis. 

6.  Any  special  reports  required  by  the  State's  no-fault  provisions. 

As  in  the  case  of  conventional  third  party  liability,  information,  however 
obtained,  must  be  consistently  referred  to  a  responsible  unit  for  develop- 
ment of  an  appropriate  reference  file. 

The  state  of  New  Jersey  has  one  of  the  strongest  No-Fault  Laws  in  the 
United  States  concerning  the  payment  of  unlimited  medical  payments.  If 
the  Medicaid  Third  Party  Unit  (M.T.P.U.)  determines  that  the  case 
involves  an  automobile  accident  and  a  recipient  questionnaire  provides 
the  insurance  company's  name,  they  send  a  letter  to  that  insurance 
company  demanding  reimbursement.    New  Jersey  also  employs  a  fiscal 
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intermediary  to  process  their  hospital  and  physician  claims  and 
under  No-Fault,  the  intermediary  reviews  all  provider  claims  for  a 
response  to  the  question  concerning  auto  accidents.    If  the  response 
is  "Yes",  the  claim  is  rejected  and  the  fiscal  intermediary 
returns  the  claim  to  the  provider,  instructing  them  to  bill  the 
automobile  insurance  company. 

B.  Investigation  and  Recovery  Procedures 

State  policy  will  have  assigned  accountability  for  processing  no- 
fault  claims  to     providers,  the    central  recovery  unit,  or  to 
local  State  or  County  offices.    Important  factors  to  consider 
in  the  organizational  placement  of  the  recovery  function  include: 

1.  Capability  to  accumulate  all  billings  related  to  an 
accident,  irrespective  of  the  providers  involved. 

2.  Recognition  of  the  need  for  reasonable  cash  flow  to 
providers,  hence  the  decision  whether  recovery  should 
be  pre-  or  post -settlement. 

3.  Level  of  complexity  of  the  claims  recovery  process  and 
evaluation  of  the  most  cost-effective  organizational 
structure  to  use. 

C.  Reporting  and  Accounting  Procedures 

If  it  is  State  policy  to  recover  the  no-fault  insurance  after  payment 
of  the  Medicaid  claims  to  providers,  the  consideration  of  file  maintenance, 
case  control  and  evaluation  of  contingent  assets  apply  as 
discussed  in  other  sections. 

If  providers  are  required  to  bill  the  no-fault  carrier  or  fund  and 
bill  Medicaid  only  after  application  of  the  no-fault  funds,  then  it 
is  desirable  to  capture  the  gross  bill,  no-fault  payment,  and 
medicaid  liability  for  reporting  purposes. 

D.  Auditing  and  Control  Considerations 

The  principles  already  discussed  for  private  insurance  and  tort-related 
resources  apply  to  no-fault  insurance  recovery. 
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IX.  ESTATES 


Definition:    Section  1902  (a)   (18)  of  the  Acts  sets  out  circumstances 
in  which  liens  against  estates  of  deceased  recipients  may  be  imposed 
to  recover  the  cost  of  medical  assistance  which  has  been  provided 
on  behalf  of  recipients.    The  potential  for  recoupment  within  the 
limits  defined  in  the  Act  depends  on  the  strength  of  legislative 
support  in  the  respective  States  and  the  level  of  enforcement 
required  by  State  policy. 

A.  Obtaining  Information 

State  recovery  units  or  county  agencies  responsible  for  the  recovery 
function  depend  on  information  obtained  from  Social  Service  staff, 
research  of  obituary  notices  or  from  Registers  of  Wills  or  Probate 
Courts.    At  least  one  State  utilizes  estate  inquiry  cards  generated 
by  computerized  matching  or  reported  deaths  and  the  Medicaid  eligibility 
file.    These  cards  are  sent  to  the  Registers  of  Wills  in  the  recipients' 
county  of  residence  to  obtain  information  on  existence  and  status  of 
recipients'  estates. 

B.  Investigation  and  Recovery  Procedures 

After  verification  of  existence  of  an  estate  the  first  step  in  recovery  is 
generally  the  filing  of  a  lien  and/or  appropriate  notice  with  the 
Register  of  Wills  or  Probate  Court  as  well  as  administrator 
of  the  estate  and  attorney  involved.    The  specific  process  depends  on 
laws  of  the  State  and  local  jurisdictions. 

Documentation,  acceptible  to  the  courts,  of  all  medical  assistance  paid  on 
behalf  of  the  deceased  recipient  must  be  available  to  the  responsible 
recovery  unit  in  order  to  permit  timely  filing  of  an  accurate  lien. 

There  is  an  obvious  need  to  create  an  open  case  file  either  at  the 
State  or  local  level  to  facilitate  follow  up,  control,  and  appropriate 
disposition  of  the  claims.    Selective  recovery  actions  are  dictated 
by  the  circumstances  of  each  case  and  require  the  judgment  of 
experienced  personnel  who  have  access  as  needed  to  legal  counsel. 

One  of  the  most  successful  states  in  recovering  payments  by  considering 
estates  as  the  primary  sources  of  coverage  is  Maryland.  Collections 
from  the  estates  of  deceased  recipients  represent  a  significant  part 
of  Maryland's  overall  recovery  effort,  and  from  the  beginning  of  the 
Maryland  Medical  Assistance  Program,  estate  recovery  has  been 
considered  a  valid  and  proper  area  of  concentration.    The  Medicaid 
Third  Party  Unit  estimates  that  their  estate  procedures  capture  about 
90%  of  all  estates  in  which  claims  could  be  filed.    The  key  to  their 
success  is  strong  state  legislation  permitting  the  state  to 
file  estate  liens. 
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The  first  system  developed  by  Maryland's  Medicaid  Third  Party  Unit 
is  based  on  computerized  estate  inquiry  cards.    These  cards  are  printed 
as  the  result  of  a  cross-match  between  the  reported  deaths  in  the  state 
for  a  given  month  and  the  medical  assistance  eligibility  rolls.    Each  match 
produces  a  card  which  lists  the  recipient's  name,  address,  date 
of  death,  county  of  residence,  and  medical  assistance  number. 
These  cards  are  sent  monthly  to  the  Register  of  Wills  of  the 
recipient's  county  of  residence,  and  the  Registers  are  requested 
to  check  their  records  for  an  estate,  for  the  listed  recipient. 
If  a  record  of  an  estate  has  been  filed,  the  Register  furnishes 
the  information  requested  on  the  reverse  siae  of  the  card  and 
returns  it  to  the  M.T.P.U.  whereupon,  the  unit  gathers  payment  infor- 
mation on  the  recipient  and  files  a  lien  on  the  estate. 

C.  Reporting  and  Accounting  Procedures 

Detail  and  summary  statistics  should  be  maintained  over  time  to 
permit  evaluation  of  the  effectiveness  of  recovery  procedures, 
pending  case  levels,  adequacy  of  resources  in  relation  to  case 
load,  and  for  refinement  of  program  budgets. 

States  are  to  report  collections  to  HCFA  so  that  cost  avoidance  can 
be  monitored.    Appropriate  adjustments  must  be  made  to  States' 
claims  for  Federal  funds. 

D.  Audit  and  Control  Considerations 

Periodic  audit  of  recoveries  from  estates  as  well  as  analysis 
randomly  selected  cases  where  recovery  was  not  effected  should  be  made 
by  an  independent  unit  of  the  agency  to  assure  compliance  with 
State  policy  and  observance  of  established  recovery  criteria. 
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X.     RECIPIENT  INCOME:  AS  A  RESOURCE  FOR  INSTITUTIONAL  CARE 


Definition:    Personal  inccme  of  a  recipient,  aside  from  its  initial 
consideration  in  determination  of  eligibility  for  financial 
assistance  and  Medicaid,  may  be  regarded  as  a  third  party  resource 
to  offset  program  expenditures  when  the  recipient  is  placed  in  a 
long  term  care  facility.    That  income  may  be  derived  from  Social 
Security  Retirement  or  Disability  Benefit  payments  or  from  any 
other  source  such  as  private  pensions  or  interest  income  from  savings 
which  do  not  exceed  the  eligibility  thresholds  of  the  respective  States. 

On  the  basis  of  experiences  in  some  States,  Medicaid  expenditures 
for  Skilled  Nursing  Homes  and  Intermediate  Care  Facility  services  can 
be  reduced  from  fifteen  to  twenty  percent  by  proper  application  of 
recipient  income  to  the  cost  of  long  term  care  after  allowance  is 
made  for  personal  needs. 


A.    Obtaining  Information 

Computation  of  each  recipient's  income  available  for  nursing  home  care 
is  usually  made  by  the  social  service  unit  which  is  involved  in  the 
process  of  placing  the  recipient  in  a  long  term  facility.    The  amount 
available  must  be  recomputed  each  time  some  element  of  the  recipient's 
income  changes,  e.g.,  the  periodic  adjustments  of  Social  Security 
benefits. 


B.    Recovery  Procedures 

It  is  beyond  the  scope  of  this  item  to  describe  all  of  the  alternativ. 
used  by  States  for  processing  payments  to  long  term  care  providers. 
One  approach  requires  the  provider  to  submit  a  claim  for  each  patient 
showing  gross  charges  for  the  month,  the  amount  available  from  the 
patient,  and  the  net  charge  to  Medicaid;  an  example  of  such  a  form 
follows.    This  approach  requires  that  the  provider  be  kept  advised  of 
the  current  level  of  patient  resources  available,  and  that  the  claim 
adjudication  unit  have  access  to  that  same  information.    In  States 
with  sizeable  nursing  home  populations  computerization  of  file 
maintenance  and  claims  editing  is  a  necessity. 

In  another  approach,  the  State  or  fiscal  agent  prepares  a  remittance 
using  eligibility,  level  of  care,  and  patient  resource  information 
from  in-house  files  and  census  information  furnished  by  the  provider. 
This  latter  approach  appears  to  provide  better  control  over  payment 
made  to  long  term  care  providers. 


C.    Reporting  and  Accounting  Procedures 


Utilization  of  recipient  income  as  an  offset  to  costs  of  institu- 
tional care  represents  a  major  opportunity  for  cost  containment. 
Data  generated  from  claims  processing  should  therefore  identify 
payment  from  recipient  income  and  payment  from  Medicaid  funds  as 
separate  items.    This  capability  is  almost  essential  for  evaluating 
the  effectiveness  of  this  cost  containment  effort  and  for  projecting 
program  expenditures.    Any  adjustment  of  Social  Security  can 
materially  affect  net  program  expenditures  for  long  term  care. 

Consolidation  of  such  information  from  the  States  by  the  Medical 
Services  Administration  would  similarily  provide  data  for 
program  evaluation  and  budget  projection. 

D.      Audit  and  Control  Considerations 

If  the  reporting  capability  referred  to  above  exists,  it  permits 
monitoring  of  overall  recovery  effectiveness  and  of  aberrances 
in  billing  patterns  which  might  mean  further  investigation. 

As  in  most  areas  of  third  party  recovery,  however,  periodic  and 
detailed  audit  of  paid  claims  is  an  essential  control  and  should 
include  the  tracing  of  data  on  the  claim  to  the  eligibility  file, 
to  any  prior  authorization  requirements  of  the  State  program,  and 
to  census  and  medical  record  files  of  the  provider. 
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